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1. SUMMARY. GROC ANNOUNCED ON NOVEMBER 14 SERIES OF MEASURES 
DESIGNED TO STIMULATE ECONOMY, ESPECIALLY EXPORT SECTOR. 
PROGRAM FOLLOWED ONLY TWO WEEKS AFTER PREMIER'S MEETINGS 
WITH EXPORT INDUSTRIES AND CONTAINS SEVERAL DIRECT RESPONSES 
TO SUGGGSTIONS MADE IN THOSE MEETINGS. MOST SIGNIFICANT 
STEPS WERE REDUCTION OF BANK RESERVE REQUIREMENTS FROM 10 
PERSENT TO 7 PERCENT AND LIFTING OF BAN ON CONSTRUCTION OVER 
STORIES. BUSINESS COMMUNITY, INCLUDING US, IMPRESSED 

WITH QUICK RESPONSE TO SUGGESTIONS TO PREMIER. FURTHER 
MEASURES ARE EXPECTED TO BE ANNOUNCED SOON. END SUMMRY. 

2. GROC ON NOVEMBER 14 ANNOUNCED SERIES OF MEASURES 
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PROGRAM FOLLOWED ABOUT TWO WEEKS KAFTER PREMIER'S 
MEETINGS WITH EXPORT INDUSTRIES REPORTED REFTEL. 

MEASURES ARE DIVIDED INTO THREE PARTS, FINANCIAL, 

TAXATIKON AND GENERAL ECONOMIC. 

3. FINANCIAL MEASURES WERE: (A) BANK RESERVE REQUIRE- 
MENT WAS REDUCED FROM 10 PERCENT TO 7 PERCENT; (B) DOWN 
PAYMENT ON 4 MAIOR TYPES OF IMPORT LETTERS OF CREDIT WAS 
REDUCED FROM 20 PERCENT TO 15 PERCENT (EXPORT LETTERS OF CREDIT 
FINANCED BY BANKS WILL NO LONGER BE LIMITED TO 6 MONTHS, AS AT 
PRESENT, FOR MACHINERY INDUSTRY); (C) PRODUCTIVE ENTER- 
PRISES MAY ONCE AGAIN BORROW FOREIGN CURRENCY FOR CON- 
VERSION TO LOCAL CURRENCY FOR USE AS WORKING CAPITAL 

(A PRACTICE SUSPENDED JANUARY 1. 1973); (D) TERMS OF 
REPAYMENT OF LOANS TO TEXTILE, PLYWOOD AND IRON AND 
STEEL COMPANIES USED TO FINANCE IMPORTS OF RAW MATERIALS 
HAVE BEEN EXTENDED FOR THREE OR SIX MONTHS AND GOVERNMENT 
ORGANIZATIONS WILL PLACE ORDERS FOR PRODUCTS OF THESE 
COMPANIES AHEAD OF TIME; (E) EXPORT-ORIENTED FACTORIES 
MAY BORROW AGAINST COMMERCIAL DOCUMENTS (L/S) TO 
PURCHASE RAW MATERIALS; AND (F) SPECIAL MEASURES WILL 
BE ANNOUNCED TO HELP SMALL AND MEDIUM FARMS. 

4. TAXATION MEASURES WERE: (A) INSTALLMENT PAYMENTS OF 
IMPORT DUTIES ON MACHINERY AND EQUIPMENT IN NEW PLANTS 
MAY BE POSTPONED IF START UP DELAYED BECAUSE OF LACK OF 
ORDERS; (B) PRECISION MACHINERY AND EQUIPMENT IMPORTED BY 
EXISTING PLANTS TO UPGRADE QUALITY WILL BE ELIGIBLE FOR 
EXEMPTION FROM DUTY; (C) MANUFACTURERS WILL BE ALLOWED 
TWO YEARS INSTEAD OF ONE YEAR TO EXPORT FINISHED PRODUCTS 
AND QUALIFY FOR REBATE OF DUTIES ON IMPORTED RAW MATERIALS. 

5. GENERAL ECONOMIC MEASURES WERE: (A) BAN ON CONSTRUC- 
TION OF BUILDINGS OVER FOUR STORIES WAS LIFTED; (B) PUR 

CHASE OF LOCALLY-PRODUCED RAW MATERIALS, MACHINERY AND COMPON- 
ENTS IS TO BE ENCOURAGED; (C) EFFORTS WILL BE MADE TO 
EXPAND EXPORTS THROUGH COOPERATIVE EFFORTS TO REDUCE PRO- 
DUCTION COSTS, MORE TRADE MISSIONS AND PARTICIPATION IN 
INTEKRNATIONAL TRADE FAIRS; AND (D) COOPERATION BETWEEN 
CUTBACKS IN PRODUCTION WILL BE ENCOURAGED. 
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6. GOVERNMENT PRESS RELEASE CONTAINING TEXT OF PROGRAM 
REFERRED TO PROPOSALS MADE BY FOREIGN INVESTORS (SEE 
REFTEL) AND SAID OTHER SPECIFIC ANSWERS TO THOSE PROPOSALS 
WOULD BE GIVEN AFTER FURTHER STUDY. 

7. SOME OF THE MEASURES ANNOUNCED HAVE BEEN UNDER 
CONSIDERATION FOR SOME TIME AND ARE DESIGNED TO BENEFIT 
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ECONOMY ACROSS THE BOARD, FOR EXAMPLE, REDUCTION OF 
RESERVE REQUIREMENTS TO INCREASE MONEY SUPPLY. OTHER 
MEASURES WERE SPECIFIC RESPONSES TO SUGGESTIONS MADE BY 
EXPORT INDUSTRIES IN MEETINGS TWO WEEKS EARLIER WITH 
PREMIER, FOR EXAMPLE MEASURES 3(C) AND 4(B) WERE IN 
RESPONSE TO JPROPOSALS MADE BY FOREIGN INVESTORS. 

PROPOSAL 3(C) HAD BEEN MADE BY PRESIDENT OF AMERICAN 
CHANBER OF COMMERCE AT REKQUEST OF AMERICAN BRANCH 
BANKS AND 4(B) HAD BEEN MADE BY MANAGER OF RCA PLANT. 
OTHER SPECIFIC SUGGESTIONS FROM PREMIER'S MEETINGS STILL 
UNDER STUDY - ESPECIALLY QUESTION OF GREATER FLEXIBILITY 
IN LABOR LAWS AND REGULATIONS. 

8. COMMENT: BUSINESS COMMUNITY, INCLUDING US, IS 
QUITE IMPRESSED WITH QUICK RESPONSE OF GROC TO SPECIFIC 
SUGGESTIONS MADE BY EXPORT INDUSTRIES, ALTHOUGH SOME 
OF THE IDEAS HAD BEEN PROPOSED SEPARATELY 
EARLIER. THERE IS AGENERAL FEELING IN THE COMMUNITY, 
HOWEVER, THAT MORE NEEDS TO BE DONE AND THE GROC DOES 
INDEED INTEND TO TAKE FURTHER MEASURES AS PROBLEMS ARE 
EXAMINED. THERE REMAINS CONSIDERABLE PRESSURE FOR 
DEVALUTION OF THE NEW TAIWAN DOLLAR. HOWEVER, ANY CHANGE 
IN EXCHANGE RATE IS UNLIKELY AT LEAST UNTIL 1974 
ECONOMIC PERFORMANCE AND 1975 PROSPECTS HAVE BEEN 
EVALUATED. UNGER 
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